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Global Financial Markets 
 
Global equities declined as investors adopted a risk-off sentiment amid concerns over China’s currency devaluation. 
China’s surprise move likewise resulted to the drop in longer-term Treasury yields as investors sought the safety of high-
quality bonds. The US Dollar ended last week on a soft note and traded sideways with a downward bias through to mid-
week on lower than expected US non-farm payroll growth and external global developments. 
 

Global Equities 
 

Global equities ended marginally 
lower amid currency devaluation 
concerns in China as well as US 
economic data releases which 
portended a possible rate hike by 
September. Losses were 
somewhat tempered by 
comments from a Federal 
Reserve official that a September 
rate hike may not yet be a done 
deal.  

In the US, share prices fell flat 
following the generally strong 
non-farm payrolls figures 
released last Friday. Sentiment 
was further dragged as China’s 
authorities abruptly devalued the 
Yuan. Overall, however, markets 
ended mostly flat as bargain 
hunting ensued following the 
prior week’s losses and the 
further decline on negative global 
news.  
 
European equities meanwhile 
took the largest hit as sentiment 
remained generally negative 
following news that Germany’s 
industrial output fell by 1.4% and 
exports declined by 1% against 
the previous month, fuelling concerns on the strength of the Euro-zone recovery. Concerns on China’s currency devaluation only 
served to drag the market further. 

 
Asian shares also ended the week lower following the sudden devaluation of Chinese authorities.   
 
Week-on-week, the MSCI World index slid 0.64%. European equities led the decline with a 3.59% loss, and the Asia-Pacific ex-
Japan index dropped by -2.91%. The Dow Jones Industrial Average and S&P500 index ended mixed losing -0.10% and gaining 
0.12%, respectively.  
 
Economic data released for the week were mostly positive, especially from the US, causing speculations of an earlier rate hike from 

the Fed.  

 According to the U.S. Labor Department, employers added 215,000 jobs last July, slightly below the consensus estimate of 

225,000. However, June’s figure was upwardly revised from 223,000 to 231,000 and May’s figure was revised to 260,000 

from 254,000. Overall these revisions added a total of 14,000 new jobs to payrolls in the past two months. This brought the 

past three months’ average overall payrolls to 235,000, the strongest since December through February. 

 Meanwhile, the U.S. unemployment rate remained steady at a seven-year low of 5.3%. There was a pickup in the number 

of hours worked, however, the 2.1% year-on-year rise in average hourly earnings was slightly less than the anticipated 

2.3% rise following June’s 2.0%. The labor force participation rate, meanwhile, held at 62.6%.  

 According to the Federal Reserve’s Job Openings and Labor Turnover Survey (JOLTS), job openings hit a series high in 

June at 5,363K. Consensus was for the figure to pull back to 5,350K. The Fed generally found the report to be positive as 

it confirmed the trend in jobs. This caused investors to speculate that the September Fed rate hike may not be so 

farfetched after all. 

06-Aug-15 13-Aug-15 % Change

MSCI World 1,752.67 1,741.43 -0.64%

MSCI Europe 135.79 130.92 -3.59%

MSCI Asia-Pacific ex-Japan 444.61 431.68 -2.91%

Dow Jones Industrial Average 17,419.75 17,402.51 -0.10%

S&P 500 2,083.56 2,086.05 0.12%

Global Equity Performance
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US Treasury Yield Curve

Tenor 6-Aug 13-Aug  +/- bps

3m 0.036 0.086 5.06

6m 0.178 0.229 5.14

2y 0.701 0.707 0.67

5y 1.610 1.572 -3.78

10y 2.221 2.185 -3.60

30y 2.891 2.855 -3.64

 Non-farm productivity, a gauge of output of goods and services per hour worked, rose a seasonally adjusted 1.3% in the 

second quarter against an estimated 1.6%. This rose against the first quarter's 1.1% growth. Year-on-year, productivity 

rose 0.3%. 

 Small-business owner confidence about the economic outlook grew slightly in July. The National Federation of 

Independent Business's small-business optimism index rose 95.4, in line with market expectations, rebounding from the 

4.2 point plunge in June. 

 US retail sales bounced back in July, growing by a seasonally adjusted 0.6% month-on-month and in-line with consensus 

estimates following an upwardly revised reading in June. Sales were up in most categories, with receipts at auto 

dealerships rebounding 1.4% after falling 1.5% in June. Purchases rose 1.5% at online sites and other non-store retailers 

while sales at general-merchandise stores, departments stores and electronic retailers declined.  

 The number of Americans filing for unemployment claims rose slightly last week. Initial jobless claims inched up 5,000 to a 

seasonally adjusted 274,000, beating the market estimate of 270,000, for the week ended August 8. The four-week 

moving average of claims dipped 1,750 to 266,250, the lowest level since April 2000. Meanwhile, continuing claims rose 

15,000 to 2,273,000 in the week ended August 1. 

 
Global Bonds 

 

The US Treasury yield curve flattened week-on-week on the back of favorable 

US economic data releases and China’s surprise currency devaluation. Global 

markets were shaken by fear of possible currency wars resulting from the 

sharp devaluation of the yuan. This was short-lived, however, as PBoC 

subsequently reassured global markets that there was no reason for the 

Chinese currency to devalue further. Moreover, the release of promising data 

on US Retail Sales, nonfarm payrolls, and unemployment rate suggested 

solid US economic momentum, strengthening the view that the Federal 

Reserve will proceed with raising interest rates sooner rather than later. 

 

Week-on-week, two-year yields inched up 0.67 basis points to 0.707%, while ten-year yields declined by 3.60 basis points to 

2.185%.  

 

Currencies  

 
The US Dollar ended last week on a soft note and traded sideways with a 

downward bias through to mid-week on lower than expected US non-farm 

payroll growth and external global developments. Last Friday, the change in 

US non-farm payrolls printed at 215,000 jobs, disappointing consensus of 

225,000 with noticeable losses in the US energy sector. The greenback again 

weakened early this week through mid-week on more dovish language out of 

senior Fed officials like Dennis Lockhard (Fed Atlanta district) and Stanley 

Fisher (Vice Chair) who conceded significant improvement in US labor 

conditions, but that inflation may still be too weak for a September lift-off. 

Then, rising US inventories and Greece's successful securing of badly 

needed financing lifted the Euro vs. the USD, despite improving US 

productivity and small business owner confidence. Mid-week, the US Dollar 

again fell despite disappointing industrial results in the Eurozone with EU and German industrial output for June coming in lower 

than expected at -0.4% and 1.4%, respectively, adding to concerns that export growth would be challenged given the weakening 

Chinese economy and the depreciation of the Yuan. Thursday, the USD reversed course on the robust US retail sales result for 

July. Sales in US retail sales met expectations of 0.6% (month-on-month) last month, reversing the -0.3% decline in June. Sales of 

vehicles and online merchandise were particularly robust at 1.4% and 1.5%, respectively. Week-on-week, the US Dollar 

depreciated 1.61% vis-a-vis the Euro with the pair gaining 1.77 US Cents to close Thursday (US time) at the 1.1144 level.  

 

The week ahead (August 17 –August 21) 

 

This week, markets were largely driven by economic data releases and news of China’s currency devaluation. From this point until 

September, we expect investors to be on the edge of their seats awaiting economic data releases which may or may not indicate an 

upcoming rate hike. For next week, expect the EUR/USD pair to move sideways with a downward bias should US consumer 

sentiment due out today beat expectations on the heels of the positive US retail sales report this week and on anticipation of initial 

jobless claims due on the 20th.   

Currencies 

7-Aug 14-Aug % Change

USD/PHP 45.740 46.215 1.04%

EUR/USD 1.0967 1.1144 1.61%

GBP/USD 1.5491 1.5615 0.80%

USD/JPY 124.24 124.29 0.04%

AUD/USD 0.7418 0.7385 -0.44%

USD/CHF 0.9839 0.9754 -0.86%

EUR/CHF 1.07734 1.08699 0.90%

EUR/JPY 136.24 138.51 1.67%



 

Philippine Financial Markets 

The local equities market retreated as the devaluation of the Renminbi (RMB) resulted to a negative sentiment among the 
emerging markets (EM). Local bond yields rose on average week-on-week as risk-off sentiment prevailed following 
China’s rapid currency devaluation. The Peso fell relative to the US Dollar, week-on-week, as it tracked broad regional 
weakness led by the Chinese Yuan after 2 days of managed devaluation. 

 
 
Local Equities  
  
The People's Bank of China (PBoC) shook the entire EM when it decided to 
devalue its currency by 4.65% in just three days, bringing the Yuan to its 4-
year low. Investors became concerned of the potential effects of this bold move 
from the PBoC, dampening the overall sentiment towards EM. Local 
companies with exposure to the Yuan and USD such as SMPH were 
significantly affected. Moreover, the continuation of earnings releases was not 
able to provide support as most of the companies that reported their first half 
performance disappointed relative to market expectations. This included 
PGOLD, SSI, BLOOM, EDC and BPI. 
 
Week-on-week, the PSEi lost 124.08 points, or -1.65%, ending the week at 7,408.44. Foreigners were net sellers at Php3.7 billion. 
 
Property: 

 

 Ayala Land Inc. (PSE ticker: ALI) won the bidding for the public-private partnership (PPP) project to build the Php4-billion 
Integrated Transport System (ITS) South Terminal. The partnership contract lasts for 35 years with ALI paying an annual 
grantor payment of Php277.88 million to the government. ITS-South Terminal, which will rise beside ALI's new mixed-use 
development, will serve an estimated 4,000 public utility buses with 160,000 commuters passing through South Luzon 
Expressway (SLEX) a day. 

 

 Andrew Tan-led, Megaworld Corp. (PSE ticker: MEG) reported Php5.43 billion of net income during the first half of the year. 
This represents a 12.51% growth from last year's Php4.82 billion. Its recurring income businesses drove its strong 
performance as the segment's revenues reached Php4.21 billion, 22% higher than the Php3.44 billion recorded in the same 
period last year. Its residential business, on the other hand, also managed to post a healthy growth of 12% pushing 
residential sales to Php13.43 billion. 

Industrials: 
 

 Holcim Philippines, Inc. (Ticker: HLCM) reported a net income that slightly declined to Php3 billion in 1H2015 as 
management focused on improving  the efficiency of their production facilities further. In line with this, the company 
implemented early plant maintenance activities and incurred higher usage of more expensive imported clinker in the first 
quarter.  

 
Gaming: 
 

 Bloomberry Resorts Corp. (PSEi Ticker: Bloom) reported a net loss of Php1.3 billion for the first half of 2015 against its 
Php2.3 billion net income posted in the same period last year. The company’s gross gaming revenues increase of 10.7% 
was overshadowed the by the 32.3% growth in its expenses. 

 
Technology: 
 

 Xurpas Inc. (PSE Ticker: X) grew its revenue to Php311.99Mn for the 1H2015, driven by continuing strength in its core 
Mobile Consumer Services business. Revenue climbed 65% from Php189.63Mn recorded in the previous year, stronger than 
the 52% growth in the 1Q2015. Gross profit increased by 65% to Php209.84Mn, operating income up by 40% to 
Php166.22Mn while net income rose by 10% to Php115.61Mn. Excluding non-recurring expenses related to the acquisition, 
core net income reached Php122.87Mn, rose 17% versus the same period a year ago. 

 
Conglomerates: 
 

 Ayala Corp. (PSEi Ticker: AC) reported 6% growth in net income to Php10.4 billion for the first half of 2015 from the Php9.8 
billion reported in the same period last year. Excluding one-time gains, the company reported that its net income grew by 
31% year-on-year. 

 

 Exclusive of nonrecurring gains, Alliance Global Group, Inc. (PSE Ticker: AGI) reported a net income of Php11.5Bn for the 
1H2015, 5% higher than the same period last year. This was mainly due from Php65.4Bn consolidated revenue, which rose 
by almost 11% year-on-year. Net income attributable to AGI reached Php7.5, up by 4%.  

 

7-Aug 14-Aug % Change

PSEi 7,532.52 7,408.44 -1.65%

Philippine  Stock Exchange  Index



 

Financials: 
 

 The Bank of the Philippine Islands (Ticker: BPI) reported a net income of Php9.3 billion, up 16% year-on-year, for the first 
half of 2015. The bank disclosed an annualized return on equity (ROE) and return on assets (ROA) of 13% and 1.4%, 
respectively. Its deposits rose 12% to the bank’s record level of Php1.2 trillion, while total loans grew by 9% in the first half of 
the year. 

 

 Metropolitan Bank and Trust Co. (Ticker: MBT) reported a net income of Php9.3 billion for the first half of 2015, up 2.5% 
against the same period last year, on the back of higher interest earnings from core lending activities. Excluding the one-offs 
recorded in the same period in 2014, the bank’s core earnings grew by 30%, owing to double-digit growth in both loans and 
deposits, stronger contributions from fee based-income, and improved efficiencies with better cost management.  

 
Mining and Oil 
 

 In a disclosure to the PSE, Petron Corp. (PSE ticker: PCOR) reported its first half earnings of Php3.4 billion, 13% higher than 

last year's Php3.0 billion. For the second quarter alone, consolidated net income rose 300% to Php3.2 billion from Php789 

million in 2014. The company attributed its strong performance to higher sales volume and stable oil prices. It also declared 

dividends for series 2A preferred shareholders at Php15.75 and 2B preferred shareholders at Php17.14. 

 

 The Department of Environment and Natural Resources (DENR) lifted the cease and desist order against the Panian 
operations of Semirara Mining and Power Corporation (PSE ticker: SCC). DENR said that the basis for the lifting of 
suspension was the fact that the landslide that occurred in the Panian Mine had no adverse effect or damage to the 
environment and that it was due to fortuitous event. Nevertheless, the government agency required additional conditions for 
the SCC to continue operations including implementing the comprehensive monitoring program covering slope movements 
and groundwater conditions, and complying with coal mine safety rules and regulations. 

 

 Semirara Mining and Power Corporation (PSE ticker: SCC) reported its first half earnings of Php4.71 billion, 78% higher than 
the Php2.65 billion reported last year. Its coal and power businesses contributed Php1.45 billion and Php3.26 billion, 
respectively. The company said that it had a record high generation of 2,165 Gogawatthours (GWh), a 143% expansion from 
last year’s 893 GWh. Moreover, its power units also had higher average capacity of 551 megawatts. However, SCC 
produced less coal in the first six months of the year which totaled only 4.46 million metric tons, 8% decline from last year ’s 
4.87 million metric tons. 

 

 

 

Philippine Bond Market  

 
 
In the local fixed income space, yields of local government securities were 
initially lower as market players speculated a delayed Fed rate hike following 
comments from a Fed Reserve member that a September hike was not yet a 
sure thing. However, risk-off sentiment ultimately prevailed following the 
Chinese government’s move to abruptly devalue its currency. Meanwhile, 
rates were kept unchanged during the Monetary Board meeting held last 
Thursday with BSP officials stating that inflation and growth were both still 
manageable.  
 
Week-on-week, yields declined by average by an average of 2 basis points. 
The belly and long-end of the curve fell 5.09 and 1.33 basis points, 
respectively, while the short-end rose by 2.52 basis points.  
 
 
 
Philippine Peso  
 
The Peso fell relative to the US Dollar, week-on-week, as it tracked broad regional weakness led by the Chinese Yuan after 2 days 

of managed devaluation. The Peso started the week flat, barely depreciating on uneventful trading, Monday, save for the lackluster 

US non-farm payroll result the previous Friday. Then, on Tuesday, the People's Bank of China (PBOC) conducted a surprise 

depreciation of the Yuan (CNY), leading regional currencies in a broad decline vis-a-vis the greenback. Mid-week, the PBOC 

undertook another round of what, by then, investors interpreted as competitive devaluation in a broader, behind-the-scenes 

currency war, sparking a bout of volatility across major global financial markets. The Peso hit a 5-year low, Wednesday, with the 

pair rising 72% (33 centavos) to close the day at the 46.150 level. The CNY, for its part, rose CNY 0.18 (+2.83%) over 2 days to 

6.3858 as of the same day's closing. On Thursday, bargain hunters supported the Peso on indications that the BSP could intervene 

T enor 7-Aug 14-Aug  Change

1m 3.16 2.98 -18

3m 1.85 2.31 45

6m 2.05 2.01 -5

1y 2.23 2.10 -13

2y 3.14 3.15 0

3y 3.04 2.94 -9

4y 3.71 3.63 -8

5y 3.87 3.85 -2

7y 4.15 4.09 -6

10y 4.22 4.26 4

20y 4.38 4.30 -8

25y 4.02 4.02 0

Average -2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

to manage excess volatility in the local foreign exchange market. Besides this assurance, government officials were quick to 

emphasize that a weak Peso benefits domestic exporters and the local BPO industry. The Peso fell again at today's closing after 

Thursday's breather on more, robust US economic data that keep the prospect of a September Fed liftoff alive. Government entities 

have also been conceding weak 2Q GDP and inflation results, leading to expectations of no BSP rate cut and even possibly a 

reserve ratio requirement cut, if not that of interest rates. The USD/PHP rose 47.5 centavos, week-on-week, or 1.04%, to end the 

week's trading at the 46.215 level.  

 

 The House Committee on Appropriations begun hearings on the proposed Php3-trillion national budget for 2016, which is 

expected to boost the Philippine economy by as much as 8% next year. Next year’s fiscal program includes a 29% 

increase in infrastructure spending to Php766.5 billion. Meanwhile, by department, Education will receive the biggest 

allocation at Php435.9 billion, followed by Public Works at Php394.5 billion, National Defense at Php172.7 billion, Interior 

and Local Government at Php154.5 billion, and Health at Php128.4 billion. 

 

 The country’s merchandise exports fell 3.3% to USD5.5 billion in June as the lower revenues from agro-based products 
(down 24.9%) and mineral products (down 26.2%) overshadowed the growth in the electronics sector (up 9.5%). However, 
Economic Planning Secretary, Arsenio M. Balisacan, noted that optimism across business sectors and expected strong 
household consumption, driven by sustained inflow of remittances and election-related spending, will boost domestic 
demand and support growth in the manufacturing sector. 

 
 The Senate Finance Committee began discussions on the proposed Php3 trillion national budget for 2016 today. Budget 

Secretary, Butch Abad, opined that the country’s “slow spending” might be due to agencies being used to operating under 
severe fiscal constraints, and that they are still adjusting to the higher spending budgets brought about by the growing 
economy. 

 

 

The week ahead (August 17 – August 21) 

We expect the PSEi to trade between 7,300 and 7,400 with a downward bias as the negative sentiment from the devaluation of 
RMB persists. The OFW remittances data are expected to come out next week which could provide support to the market if it 
surprises to the upside. Local bond prices are expected move slightly lower as risk-off sentiment continues amid concerns over 
China’s currency devaluations. For next week, expect the USD/PHP pair to move sideways with a upward bias should US 
consumer sentiment due out today beat expectations on the heels of the positive US retail sales report this week and on 
anticipation of initial jobless claims due on the 20th. 


